The terms savings and loan associations (S&Ls) or thrifts-the culprits of the savings and loan crisis-refer to financial institutions that specialize in accepting savings deposits and making loans, especially residential mortgages and consumer loans. Not more than 20 percent of their loans can be commercial, and anything over 10 percent has to be small business loans. 1 They can be under private ownership or be jointly owned by their depositors, similar to credit unions. In some cases, their shares are tradable.
In Britain, most of these were in the form of trustee savings banks. These were owned by the depositors; however, they had no voting rights or much say in the running of the institutions. The shares were not tradable. The first trustee savings bank was established in 1810 by Henry Duncan, the minister of Ruthwell parish church in Dumfriesshire in southern Scotland. The aim was providing financial services for his poor parishioners; these included farmers, craftspeople, and domestic servants. These sections of the population had always been left out of traditional banking services; they either had to keep their money on their body or at home. 4 Since most of these people had never had a bank account and because banks at the time had a reputation for failing, the Savings Bank Act of 1817 stipulated that the deposits at English trustee savings banks could either be kept at the Bank of England or used to purchase safe British government bonds; no other form of investment was allowed. This requirement was extended to Scottish trustee savings banks in 1835.
Friendly societies were also based on the same principle, though sometimes they were based on the religion, trade, or political persuasion of the members. These were regulated by the government through a series of Friendly Societies Acts starting in 1875, as were building societies, which are member-owned financial institutions that offer savings accounts and lend money to members for the purposes of building a house. The oldest dated back to 1775, when the proprietor of the Golden Cross Inn Richard Ketley founded the Ketley's Building Society. 5 The first societies were all concentrated in Birmingham or the surrounding areas of The Midlands. The earliest ones were terminating, which meant that they ceased operations once all of their members had been housed. Gradually, almost all British towns and cities came to have their own building societies, more and more of which were nonterminating. Around 50 of these are still in operation around Britain, none of them terminating; their interests are advocated by the umbrella Building Societies Association, and they are regulated by the Prudential Regulation Authority (part of the Bank of England). Of the various types of European savings institutions of the time, building societies have the most direct connection with modern American savings and loan associations.
In addition to trustee savings banks and societies, Britain also had postal savings banks. This was based on the ideas of Sir Rowland Hill, an educator in his early life who advocated kindness instead of caning for disciplining his students. After a multiyear stint as the Secretary of the South Australian Colonization Commission, which worked to establish a British colony in Adelaide, he turned to postal reforms. He published a monograph titled "Post Office Reform: Its Importance and Practicability" in 1837, in which he laid out his reform plans. He is remembered today for introducing the Uniform Penny Post. Royal Mail had been established in 1516, when King Henry VIII created the position of the Master of the Posts, the antecedent of today's Postmaster General. The Mail was a private company that had monopoly over mail collection and delivery in Britain; money orders were introduced later as a way to transfer funds. Horse-drawn carriages, called mail coaches, and mail trains transported mail between cities. 6 Back then, the postage used to be paid by the recipient and not the sender. The postage
